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Title  24 — Housing  and  Urban  Development 

CHAPTER  II— ASSISTANT  SECRETARY 
FOR  HOUSING — FEDERAL  HOUSING 
COMMISSIONER 

(Docket  No.  Rr-77-423 ] 

PART  279 — COLLEGE  HOUSING 
Program  for  Fiscal  Year  1977 

AGENCY:  Department  of  Housing  and 
Urban  Development. 

ACTION :  Pinal  rule. 

SUMMARY:  This  rule  sets  forth  sub¬ 
stantive  provisions  and  procedural  re¬ 
quirements  for  reactivating  the  College 
Housing  Direct  Loan  Program  on  a  lim¬ 
ited  basis  for  Fiscal  Year  1977.  Student 
centers  and  infirmaries,  for  which  loans 
could  be  sought  in  previous  years,  will 
not  be  eligible  during  Fiscal  Year  1977. 
Also,  no  new  applications  Tor  debt  serv¬ 
ice  grants  will  be  accepted,  since  all 
unused  grant  contract  authority  was 
rescinded  by  law.  This  rule  is  promul¬ 
gated  to  carry  out  the  intent  expressed 
in  the  House  and  Senate  Committee  re¬ 
ports  on  the  Fiscal  1977  appropriations 
legislation. 

EFFECTIVE  DATE:  June  22,  1977. 

FOR  FURTHER  INFORMATION  CON¬ 
TACT: 

Mr.  George  O.  Hipps,  Jr.,  Acting  Di¬ 
rector,  Office  of  Loan  Origination, 
Housing  Department  of  Housing  and 
Urban  Development,  Washington,  D.C. 
20410  (202-755-5720). 

SUPPLEMENTARY  INFORMATION: 
The  Department  gave  notice  on  Janu¬ 
ary  14,  1977,  at  42  FR  3112.  that  it  was 
proposing  to  amend  Title  24,  Part  279, 
of  the  Code  of  Federal  Regulations  by 
adding  a  new  Subpart  B,  in  connection 
with  the  reactivation  of  the  College 
Housing  Program  for  Fiscal  Year  1977. 

The  period  for  the  receipt  of  com¬ 
ments  on  the  proposed  rule  closed  on 
February  14,  1977.  The  Department  re¬ 
ceived  44  responses  from  sources  outside 
the  Department  and  3  from  its  own  field 
offices.  All  comments  were  carefully  con¬ 
sidered.  The  most  recurrent  and  signifi¬ 
cant  comments  and  the  changes  in  the 
proposed  rule  are  discussed  below.  That 
discussion  is  followed  by  a  summary  of 
comments  suggesting  changes  which 
were  not  made  for  the  reasons  indicated. 

1.  A  number  of  student  cooperative 
organizations  pointed  out  that  coopera¬ 
tives  were  not  specifically  mentioned  in 
the  proposed  regulations  even  though 
student  cooperatives  are  eligible  under 
Title  IV  of  the  Housing  Act  of  1950,  as 
amended.  Many  of  the  cooperatives 
noted  that  the  requirement  for  a  loan 
guarantee  by  the  educational  institution 
Itself  could  not  be  met  by  public  insti¬ 
tutions  in  many  states  because  of  the 
prohibition  against  such  guarantees  con¬ 
tained  in  the  laws  of  those  states.  In 
the  past,  the  loan  guarantee  requirement 
has  been  waived  for  student  cooperatives 
in  such  circumstances  under  the  College 
Housing  Program. 

Therefore,  S  279.11  has  been  revised 
to  specify  that  student  cooperatives  are 


eligible  and  to  indicate  that  the  loan 
guarantee  requirement  may  be  waived 
with  respect  to  loans  to  student  coopera¬ 
tives  when  such  guarantees  are  prohib¬ 
ited  by  state  laws.  In  such  cases,  the  co¬ 
operative  and  the  proposed  project  must 
be  approved  by  the  educational  institu¬ 
tion  which  the  project  is  intended  to 
serve. 

2.  Numerous  comments  suggested  that 
the  definition  of  eligible  projects  in 
§  279.12  be  clarified  to  indicate  that 
apartment  style  living  accommodations, 
including  kitchens,  are  eligible.  Many 
educational  institutions  have  expressed 
a  preference  for  apartments  over  dormi¬ 
tories  for  both  single  and  married  stu¬ 
dents,  since  apartments  provide  greater 
flexibility  in  handling  changing  patterns 
of  demand  for  housing.  The  Department 
considers  this  flexibility  beneficial  in 
terms  of  loan  security. 

Therefore,  a  “housing”  definition  has 
been  inserted  in  Section  279.11  which 
includes  both  dormitories  and  apartment 
style  living  accommodations.  Also,  the 
description  of  eligible  projects  in  §  279.12 
has  been  revised  by  deleting  “dormi¬ 
tories”  and  substituting  “housing.” 

3.  Several  comments  suggested  that 
construction  completion  be  defined  as  the 
date  of  acceptance  of  the  project  by  the 
owner  from  the  contractor,  with  respect 
to  §  279.12,  Eligible  projects.  Other  com¬ 
ments  suggested  either  that  “construc¬ 
tion  completion”  be  deleted  as  an  eligi¬ 
bility  criterion  or  that  it  be  defined  as 
the  date  that  permanent  financing  is 
obtained.  Several  related  comments  sug¬ 
gested  that  a  priority  be  given  to  proj¬ 
ects  which  were  completed  in  recent 
years  when  no  assistance  was  available 
under  the  College  Housing  Program. 

We  are  convinced  that  “construction 
completion”  should  be  defined  in  terms 
of  construction  rather  than  financing  in 
view  of  the  interpretation  which  “con¬ 
struction  completion”  has  been  given 
throughout  the  history  of  the  College 
Housing  Program.  In  addition,  project 
acceptance  by  an  owner  is  a  formal  ac¬ 
tion  which  signals  that  construction  of 
the  facilities  has  been  acceptably  com¬ 
pleted  and  the  date  is  easily  identifiable. 
The  date  that  permanent  financing  is 
obtained  varies  widely  from  project  to 
project;  in  some  cases,  permanent  fi¬ 
nancing  is  obtained  before  construction 
contracts  are  awarded;  and  in  other 
cases,  temporary  financing  is  utilized  for 
quite  some  time  after  the  physical  com¬ 
pletion  of  the  construction  work.  There¬ 
fore,  we  have  defined  the  completion  of 
construction  in  §  279.12  as  the  date  on 
which  the  completed  project  is  accepted 
from  the  contractor  by  the  owner. 

The  construction  completion  criterion 
cannot  be  eliminated  since  the  Housing 
Act  of  1950,  as  amended,  prohibits  loans 
for  projects,  the  construction  of  which 
was  completed  prior  to  the  filing  of  an 
application. 

4.  Numerous  comments  were  received 
suggesting  that  central  kitchen  and  din¬ 
ing  facilities  be  Included  in  the  defini¬ 
tion  of  eligible  projects.  Also,  several 
comments  argued  that  rehabilitation  of 


dining  facilities  should  be  eligible,  since 
such  facilities  are  energy  intensive  be¬ 
cause  of  food  preparation  and  delivery 
activities,  and  significant  operating  cost 
savings  could  be  realized.  It  is  expected 
that  many  housing  projects  likely  to  be 
financed  under  the  College  Housing  Pro¬ 
gram  will  generate  a  need  for  additional 
dining  facilities.  Title  IV  of  the  Housing 
Act  of  1950,  as  amended,  permits  loans 
for  dining  facilities. 

Therefore,  the  definition  of  eligible 
projects  in  §  279.12  has  been  revised  to 
include  the  related  dining  facilities 
necessary  to  serve  the  occupants  of  hous¬ 
ing  for  which  a  loan  application  is  sub¬ 
mitted.  A  loan  limit  of  $65  per  gross 
square  foot  for  related  dining  facilities 
other  than  individual  apartment  kitchen 
and  dining  facilities  has  been  Inserted  in 
8  279.14(a).  Applications  will  not  be  ac¬ 
cepted  to  finance  dining  facilities  ex¬ 
clusively. 

5.  Several  comments  suggested  that 
restrictions  be  placed  on  the  making  of 
loans  to  educational  institutions  which 
are  or  have  recently  been  in  default  on 
other  borrowings.  Such  factors  as  debt 
history  are  carefully  considered  by  HUD 
Field  Offices  as  part  of  the  loan  applica¬ 
tion  review  to  ascertain  whether  or  not 
an  applicant  is  a  good  credit  risk. 

We  agree  that  funds  should  not  be  re¬ 
served  for  institutions  which  are  in  fi¬ 
nancial  default  on  an  outstanding  HUD 
College  Housing  Loan  at  the  time  of 
initial  application.  It  would  not  be 
equitable  to  tie  up  funds  which,  given  the 
anticipated  demand  and  the  limited 
amount  available,  could  almost  certainly 
be  used  by  institutions  with  no  record  of 
default  and,  which  would  have,  there¬ 
fore,  a  much  better  likelihood  of  obtain¬ 
ing  loan  approval. 

Section  279.13  has  been  revised  to  ex¬ 
clude  from  consideration  requests  for 
fund  reservations  from  applicants  in  fi¬ 
nancial  delinquency  on  outstanding  Col¬ 
lege  Housing  Loans. 

6.  Several  comments  suggested  that 
the  loan  and  cost  limits  specified  In 
§  279.14  be  clarified  to  Indicate  that  the 
limitations  are  applicable  to  the  indi¬ 
vidual  campuses  of  a  multi-campus  col¬ 
lege  or  university,  or  college  or  university 
system.  The  Department  recognizes  the 
need  for  such  clarification  and  has  re¬ 
vised  §  279.14  accordingly. 

7.  The  greatest  number  of  comments 
concerned  the  priority  criteria  stated  In 
5  279.15.  The  comments  contained  a  wide 
range  of  suggestions,  from  relying  en¬ 
tirely  on  a  first  come,  first  served  pro¬ 
cedure,  through  various  rearrangements 
of  the  stated  priorities,  to  leaving  the  pri¬ 
orities  as  stated  in  the  proposed  regula¬ 
tions.  The  most  frequently  stated  reasons 
for  suggested  changes  in  the  priority  cri¬ 
teria  appeared  to  reflect  a  concern  that 
one  or  more  categories  would  utilize  all 
available  funds,  to  the  exclusion  of  other 
categories. 

The  priority  for  projects  under  con¬ 
struction  but  not  permanently  financed 
In  whole  or  In  part  has  been  retained, 
since  projects  In  that  category  were  spe¬ 
cifically  Identified  for  funding  In  the 
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House  and  Senate  Committee  Reports 
on*  the  Department’s  Appropriation  Bill 
for  Fiscal  Year  1977. 

However,  In  order  to  assure  that  funds 
will  be  available  both  for  the  category 
which  includes  rehabilitation  to  reduce 
fuel  consumption  and/or  other  direct 
operating  costs  and  for.  the  category 
which  includes  new  construction,  acqui¬ 
sition  and/or  other  types  of  rehabilita¬ 
tion,  we  have  revised  §  279.15  to  allocate 
a  percentage  of  the  funds  remaining  on 
July  1  and  September  1  to  each  category. 

8.  Several  comments  suggested  that  we 
clarify  the  definition  of  construction  to 
include  major  structural  alterations  and 
the  conversion  of  facilities  from  one  type 
of  usage  to  another.  We  have  clarified 
the  definition  of  construction  to  include 
the  conversion  -of  facilities  to  eligible 
uses.  The  word  “construction”  is  broadly 
defined  and  is  used  in  various  contexts 
throughout  the  regulations.  The  defini¬ 
tion  includes  rehabilitation  which,  in 
turn,  includes  major  structural  altera¬ 
tions.  Therefore,  no  change  has  been 
made  in  that  regard.  However,  we  have 
clarified  the  distinction  in  §  279.15  be¬ 
tween  rehabilitation  reduce  fuel  con¬ 
sumption  and/or  other  direct  operating 
costs,  and  rehabilitation  for  other  pur¬ 
poses. 

A  related  comment  suggested  that  we 
provide  eligibility  and/or  a  priority  for 
converting  non-housing  facilities  to 
housing  uses.  Such  conversions  are 
eligible  under  §  279.12,  and  come  under 
the  priority  criteria,  specified  in  §  279.15 
(a)  (2)  (ii) .  Wfe  do  not  believe  that  there 
is  sufficient  justification  to  treat  conver¬ 
sions  differently  from  the  other  types  of 
projects  specified  in  5  279.15(a)(2)  (ii) , 
since  all  types  in  that  category  are  in¬ 
tended  to  alleviate  a  current  severe 
housing  shortage. 

9.  Several  comments  suggested  that  the 
date  on  or  before  which  construction 
contracts  must  have  been  executed  for 
purposes  of  establishing  priority  under 
§  279.15(a)’ (1)  be  changed  to  the  date  of 
publication  of  the  proposed  rule.  We 
have  determined  that  the  suggested 
change  should  be  made,  since  the  pub¬ 
lication  of  the  proposed  rule  constituted 
the  formal  notice  that  the  Department 
was  planning  to  reactivate  the  program. 

10.  One  comment  concerning  the  pri¬ 
ority  for  projects  under  construction  but 
not  permanently  financed  in  whole  or 
In  part,  suggested  that  a  condition  be 
included  that  the  institution  not  have 
been  housing  more  than  50  percent  of 
its  full  time  enrollment  prior  to  con¬ 
struction  of  the  project.  The  Department 
does  not  believe  that  such  a  condition 
would  take  into  account  the  wide  varia¬ 
tions  in  the  types  and  locations  of  eligible 
institutions,  the  nature  of  local  housing 
conditions  or  the  preferences  of  college 
administrators,  with  respect  to  a  desir¬ 
able  percentage  of  residential  students. 
However,  as  a  result  of  this  comment, 
we  have  added  to  the  above  mentioned 
priority  category  in  $  279.15(a)  (1)  the 
condition  that  the  Institution  must  dem¬ 
onstrate  a  current  severe  housing  short¬ 
age  at  least  equal  to  the  number  of 
accommodations  being  provided. 


11.  The  Department  has  made  certain 
changes  to  the  proposed  rule,  other  than 
those  resulting  from  public  comments. 

a.  Editorial  changes  have  been  made 
to  improve  clarity,  readability,  and 
organization. 

b.  Changes  of  a  substantive  nature  are 
as  follows: 

(1)  Under  5  279.11(f),  the  words  “Edu¬ 
cational  institution”  have  been  deleted 
and  the  words  “Eligible  applicant”  in¬ 
serted.  This  change  more  accurately  re¬ 
flects  the  fact  that  certain  applicants, 
other  than  educational  institutions  per 
se,  are  eligible. 

(2)  The  priority  criteria  which  was 
specified  in  §  279.15(a)  (3)  of  the  pro¬ 
posed  rule  for  new  construction,  acquisi¬ 
tion,  and  rehabilitation  (other  than  for 
savings  in  fuel  consumption  or  other 
direct  operating  costs)  did  not  clearly 
distinguish  between  student  housing  and 
faculty  housing.  The  priority  criteria 
has  been  revised  to  provide .  in  5  279.15 
(b)  (3)  that  loans  for  faculty  housing 
projects  will  only  be  made  available  if 
funds  remain  after  all  eligible  applica¬ 
tions  for  student  housing  are  funded. 

12.  Following  is  a  summary  of  changes 
suggested  in  the  comments  on  the  pro¬ 
posed  rule,  which  were  not  made  for  the 
reasons  indicated : 

a.  Require  information  on  the  avail¬ 
ability  of  existing  dining  facilities  before 
funding  a  new  dormitory,  if  dining  facili¬ 
ties  are  excluded  from  assistance.  Dining 
facilities  necessary  to  serve  a  new  hous¬ 
ing  project  are  eligible  for  assistance. 

b.  Consider  the  availability  of  exist¬ 
ing  housing  for  students  in  the  commu¬ 
nity.  One  comment  stated  that  a  review 
should  be  made  of  off-campus  vacancies 
before  funding  new  construction.  Several 
others  suggested  that  off-campus  short¬ 
ages  of  low-income  housing  and  the 
number  of  students  commuting  unrea¬ 
sonable  distances  be  considered  in  deter¬ 
mining  the  need  for  additional  student 
housing.  The  application  forms  will  elicit 
the  information  necessary  to  quantify 
the  availability  of  both  on  and  off  campus 
housing. 

c.  Provide  eligibility  and/or  a  priority 
for  rehabilitation  to  generally  upgrade 
existing  facilities,  to  meet  fire  and  safety 
standards,  and  to  meet  the  requirements 
of  the  Occupational  Safety  and  Health 
Administration,  the  Environmental  Pro¬ 
tection  Agency,  and  the  Architectural 
Barriers  Act  of  1968. 

To  the  extent  that  the  lack  of  such 
rehabilitation  would  prevent  the  use  of 
existing  facilities  for  student  housing, 
projects  proposing  such  rehabilitation 
would  be  eligible  under  5  279.12  and 
come  under  the  priority  criteria  specified 
in  S  279.15(a)  (2)  (11).  In  addition,  the 
cost  of  such  improvements  would  be  eligi¬ 
ble  as  a  part  of  the  cost  of  any  eligible 
project  in  any  other  priority  category. 

d.  Eliminate  the  requirement  for  com¬ 
petitive  bidding  of  prime  construction 
contracts.  This  requirement  assures  that 
all  responsible  contractors  have  an  op¬ 
portunity  to  complete  for  construction 
work  which  is  financed  with  Federal  as¬ 
sistance,  and  therefore  has  been  re¬ 
tained. 


e.  Allocate  additional  funds  to  the  pro¬ 
gram  for  Fiscal  Year  1977,  continue  the 
program  beyond  Fiscal  Year  1977,  and/or 
use  debt  service  grant  assistance  to  sub¬ 
sidize  the  cost  of  private  market  borrow¬ 
ing.  Such  actions  are  beyond  the  scope 
of  these  regulations  and  beyond  the  De¬ 
partment’s  current  authority. 

f.  Permit  new  and  developing  institu¬ 
tions  to  participate.  There  is  no  restric¬ 
tion  on  program  participation  by  new 
and  developing  institutions  per  se,  or  by 
institutions  which  have  no  existing  hous¬ 
ing  facilities,  provided  that  such  institu¬ 
tions  are  actually  in  operation  and  can 
demonstrate  a  current  severe  housing 
shortage.  In  those  cases  where  institu¬ 
tions  have  no  existing  housing,  the  short¬ 
age  may  be  quantified  in  terms  of  the 
availability  and  condition  of  housing 
within  the  commuting  area  of  the  in¬ 
stitution. 

g.  Pemit  loans  for  student  centers,  in¬ 
firmaries.  parking  facilities,  and  built-in 
or  movable  furnishings  and  equipment. 
Although  a  need  may  exist  at  some  in¬ 
stitutions  for  the  financing  of  student 
centers,  infirmaries  and  parking  facili¬ 
ties,  we  have  concluded  that  the  eligibil¬ 
ity  criteria  set  forth  in  these  regulations 
will  provide  a  program  as  close  as  rea¬ 
sonably  possible,  with  the  available 
funds,  to  that  which  the  House  and 
Senate  Committee  Reports  directed  the 
Department  to  establish. 

With  respect  to  built-in  or  movable 
furnishings  and  equipment,  such  as  beds, 
dressers,  chests,  desks,  tables  and  chairs, 
we  considered  it  appropriate  to  channel 
the  limited  amount  of  available  funds 
into  the  improvement  and  development 
of  structures  rather  than  such  furnish¬ 
ings  and  equipment.  Since  loans  may 
cover  up  to  100%  of  project  development 
costs,  we  do  not  consider  it  unreasonable 
to  require  institutions  to  use  other  funds 
for  such  furnishings  and  equipment. 

However,  the  costs  of  built-in  or  in¬ 
stalled  kitchen  equipment,  such  as 
ranges  and  refrigerators  in  apartments 
or  food  service  equipment  in  central  din¬ 
ing  facilities,  may  be  included  in  project 
development  cost,  as  defined  in  §  279.11 
(d) ,  and  are  eligible  for  loan  assistance. 

h.  Clarify  the  applicability  of  Federal 
requirements  concerning  construction 
bidding,  wage  rates,  etc.,  to  projects 
under  construction  prior  to  the  filing  of 
an  application.  Under  the  College  Hous¬ 
ing  Program,  construction  activities  in¬ 
cluding  contracting,  wage  rates  paid, 
etc.,  occurring  prior  to  the  execution 
of  the  loan  agreement  are  not  subject 
to  the  provisions  of  the  loan  agreement. 
Activities  occurring  on  or  after  the  date 
of  execution  of  the  loan  agreement  are 
subject  to  the  requirements  of  the  loan 
agreement  and  all  construction  con¬ 
tracts  not  in  compliance  therewith  must 
be  modified  to  achieve  compliance. 

i.  Clarify  the  definition  of  current 
severe' housing  shortage  to  indicate  that 
a  living  unit  need  not  be  deficient  in  all 
of  the  characteristics  specified  in 
§  279.11(c)  to  be  considered  as  a  part 
of  the  housing  shortage.  It  was  Intended 
that  a  unit  lacking  any  of  the  specified 
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characteristics  would  be  considered  a 
part  of  the  shortage. 

j.  Allow  Institutions  to  proceed  with 
construction  while  jthe  Regulations  are 
being  developed  and  prior  to  their  mak¬ 
ing  application  for  assistance  under  the 
College  Housing  Program  without  los¬ 
ing  their  eligibility.  There  is  no  pro¬ 
hibition  against  the  commencement  of 
construction  prior  to  submitting  a  loan 
application.  The  matter  of  the  ap¬ 
plicability  of  Federal  requirements  con¬ 
cerning  construction  activities  is  dis¬ 
cussed  in  paragraph  12.h  above. 

k.  Eliminate  the  requirement  for  a 
first  mortgage  with  respect  to  rehabili¬ 
tation  projects.  Section  279.18(e)  pro¬ 
vides  that  the  security  for  loans  to  pri¬ 
vate  educational  institutions  normally 
will  include  a  first  mortgage  on  the 
project  The  use  of  the  word  “normally” 
is  Intended  to  allow  the  flexibility  to  pro¬ 
vide  for  alternate  security  in  cases 
where  a  first  mortgage  is  not  available, 
such  as  a  rehabilitation  project  where 
the  existing  facility  is  already  encum¬ 
bered  by  a  first  mortgage,  and  refinanc¬ 
ing  or  parity  financing  is  not  feasible. 

l.  Give  a  priority  to  projects  in  areas 
with  high  levels  of  unemployment.  It  is 
beyond  the  scope  of  the  program’s  en¬ 
abling  legislation  to  use  the  program  as 
a  vehicle  for  improving  local  employ¬ 
ment  conditions. 

m.  Clarify  the  applicability  of  the  Na¬ 
tional  Environmental  Policy  Act  of  1969. 
The  preamble  to  the  proposed  regulations 
stated  that  a  Finding  of  Inapplicability 
respecting  the  National  Environmental 
Policy  Act  of  1969  has  been  made.  That 
statement  pertained  to  the  environmen¬ 
tal  impact  of  the  program  as  a  whole 
and  was  a  prerequisite  to  publishing  the 
regulations.  The  statement  was  based,  in 
part,  on  the  provision  in  §  279.24  that 
individual  projects  assisted  under  the 
program  must  comply  with  the  HUD  re¬ 
quirements  implementing  the  National 
Environmental  Policy  Act  of  1969. 

n.  Eliminate  the  loan  limit  of  $7,600,- 
000.  In  view  of  the  anticipated  large  de¬ 
mand  for  program  funds,  we  believe  that 
the  loan  limit  will  serve  as  a  useful  device 
to  permit  assistance  to  a  greater  number 
of  projects. 

o.  Clarify  the  reference  in  §  279.10  to 
the  inability  of  an  Institution  to  obtain 
the  necessary  financing  elsewhere  on 
equally  favorable  terms  and  conditions. 
Under  current  market  conditions,  this 
matter  is  not  likely  to  be  a  problem. 
In  addition,  the  procedures  for  deter¬ 
mining  that  an  institution  is  unable  to 
obtain  the  necessary  financing  elsewhere 
on  equally  favorable  terms  are  specified 
in  the  program  handbooks. 

p.  Require  the  submission  of  legal  data 
with  initial  applications  for  fund  res¬ 
ervations  rather  than  with  applications 
for  loan  approval.  The  primary  purpose 
of  the  suggested  change  was  to  screen 
out  Institutions  lacking  the  legal  ability 
to  participate  In  the  program.  We  be¬ 
lieve  it  is  unlikely  that  institutions  lack¬ 
ing  the  legal  ability  to  participate  will 
pass  the  screening  for  institutional 
eligibility,  which  is  determined  primarily 
on  the  basis  of  information  not  contained 


in  the  legal  supplement  to  the  applica¬ 
tion.  Therefore,  we  do  not  fed  that  the 
added  time  and  expense  associated  with 
the  preparation,  submission  and  review 
of  detailed  legal  information  prior  to 
fund  reservation  is  sufficiently  justified 
to  warrant  a  change  in  $  279.13(b)(1). 

q.  Limit  loans  to  60%  of  eligible  cost 
with  the  Government  holding  the  long¬ 
est  maturities.  While  such  a  provision 
might  permit  assistance  for  a  greater 
number  of  projects,  we  would  have  to 
give  further  study  to  the  proposal  before 
including  such  a  provision.  In  particular, 
we  are  uncertain  as  to  the  effect  on  stu¬ 
dent  charges  and  the  extent  to  which 
applicants  might  be  unable  to  raise  their 
40%  share  from  non-Federal  sources. 

The  Department  has  determined  that 
this  final  rule  will  not  have  a  significant 
impact  upon  the  quality  of  the  environ¬ 
ment.  A  Finding  of  Inapplicability  re¬ 
specting  the  National  Environmental 
Policy  Act  of  1969  has  been  made  in  ac¬ 
cordance  with  HUD  procedures.  A  copy 
of  the  Finding  of  Inapplicability  is 
available  for  public  inspection,  during 
regular  business  hours,  in  the  Office  of 
the  Rules  Docket  Clerk,  Office  of  the 
Secretary,  Room  5218,  Department  of 
Housing  and  Urban  Development,  451 
7th  Street  SW„  Washington,  D.C.  20410. 

Note. — It  Is  hereby  certified  that  the  eco¬ 
nomic  and  inflationary  Impacts  of  this  final 
rule  have  been  carefully  evaluated  In  ac¬ 
cordance  with  Executive  Order  No.  11821. 

Accordingly,  Title  24,  Part  279 — Col¬ 
lege  Housing  is  amended  by  inserting  a 
centered  heading,  “Subpart  A — College 
Housing  Program — Pre-October  1976” 
immediately  after  the  centered  heading 
Part  279 — College  Housing  and  by  add¬ 
ing  a  new  Subpart  B  reading  as  follows : 

Subpart  B — College  Housing  Program  for  Fiscal 

Sec. 

279.10  General  policy. 

279.11  Definitions. 

279.12  Eligible  project*. 

279.13  Applications  for  reservation  of  funds. 

279.14  Limitations  on  loan  amounts. 

279.15  Priority  categories  and  funding  cri¬ 

teria. 

279.16  Approval  of  applications  for  reserva¬ 

tion  of  funds. 

279.17  Application  for  loan  approval 

279.18  Loan  terms. 

279.19  Loan  agreements. 

279.20  Fee  for  Government  field  expense 

279.21  Construction  financing  and  loan  ad¬ 

vances. 

279.22  Loan  disbursement  procedures. 

279.23  Determination  of  final  approved  de¬ 

velopment  cost. 

279.24  Other  requirements. 

Authority  :  Sec.  402,  Housing  Act  of  1950. 
12  UJ3.C.  1749a;  Sec.  7(d)  Department  of 
HUD  Act  (42  U.S.C.  3535(d)  ) . 

Subpart  B — College  Housing  Program  for 
Fiscal  Year  1977 

§  279.10  General  policy. 

The  purpose  of  this  program  is  to  as¬ 
sist  educational  institutions  in  providing 
housing  and  related  dining  facilities  for 
students  and  faculty  members  at  the 
lowest  possible  charge  by  means  of  di¬ 
rect  loans  for  the  rehabilitation,  erection 


or  purchase  of  such  facilities.  Loans  un¬ 
der  the  College  Housing  Program  may 
be  made  In  accordance  with  these  regu¬ 
lations  only  to  the  extent  that  applicants 
are  unable  to  obtain  the  necessary  fi¬ 
nancing  elsewhere  on  equally  favorable 
terms  and  conditions. 

§  279.1 1  Definitions. 

As  used  in  this  Part: 

(a)  “Act"  means  Title  IV  of  the  Hous¬ 
ing  Act  of  1950,  as  amended  (12  U.S.C. 
1749  et  seq.). 

< b)  "Construction”  means  the  erection 
of  new  housing  and  related  dining  facili¬ 
ties,  or  the  rehabilitation  of  existing 
housing  and  related  dining  facilities,  or 
the  conversion  of  non -housing  struc¬ 
tures  to  such  facilities. 

(c)  “Current  severe  housing  short¬ 
age”  means  an  existing  shortage  in  the 
supply  of  decent,  safe  and  sanitary  hous¬ 
ing  available  for  currently  enrolled  full¬ 
time  students  at  reasonable  rents  within 
the  commuting  area  of  the  educational 
institution,  which  shortage  must  at  least 
equal  accommodations  for  the  greater  of 
50  students  or  2  percent  of  the  institu¬ 
tion’s  full-time  enrollment. 

<d)  “Development  cost"  means  the 
cost  of  land  and  site  improvements,  ar¬ 
chitectural  and  engineering  services, 
construction,  legal  and  administrative 
services,  interest  during  construction, 
the  cost  of  acquiring  existing  housing 
and  related  dining  facilities,  and  the  cost 
of  built-in  or  installed  kitchen  equip¬ 
ment,  such  as  ranges  and  refrigerators 
in  apartments  or  food  service  equipment 
in  central  dining  facilities,  all  as  ap¬ 
proved  by  the  Secretary.  (The  cost  of 
all  furnishings  such  as  beds,  dressers, 
chests,  desks,  tables  and  chairs  Is  not 
included  in  the  definition  of  develop¬ 
ment  cost,  regardless  of  whether  such 
furnishings  are  built-in  or  movable.) 

<e)  “Housing”  means  structures  or 
portions  of  structures  which  consist  of 
living  accommodations,  including  apart¬ 
ment  units,  for  students  and  faculty 
members. 

(f)  “Eligible  applicant”  means:  (1) 
Any  public  or  nonprofit  private  college, 
university,  or  other  institution  which  of¬ 
fers,  or  will  offer  within  a  reasonable 
time  after  completion  of  the  proposed 
project,  at  least  a  2-year  program  ac¬ 
ceptable  for  full  credit  toward  a  bache¬ 
lor’s  degree;  (2)  any  public  or  nonprofit 
private  hospital  operating  a  school  of 
nursing  beyond-the  level  of  high  school 
approved  by  State  authority,  or  operat¬ 
ing  an  internship  program  approved  by 
recognized  authority;  (3)  any  public  ed¬ 
ucational  institution  which  is  adminis¬ 
tered  by  an  accredited  college  or  univer¬ 
sity  and  offers  technical  or  vocational 
instruction;  (4)  any  nonprofit  corpora¬ 
tion,  or  public  body,  eligible  under  Sec¬ 
tion  404(b)  of  the  Act,  and  established 
for  the  purpose  of  providing  and/or  fi¬ 
nancing  housing  and  related  dining  fa¬ 
cilities  for  students  and  faculty  mem¬ 
bers  at  any  educational  institution  de¬ 
fined  in  Section  404(b)  (1)  and  (2)  of 
the  Act;  and  (5)  any  nonprofit  student 
housing  cooperative  corporation  eetab- 
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lished  for  the  purpose  of  providing 
housing  for  students  at  any  educational 
institution  defined  in  Section  404(b)  (1) 
and  (2)  of  the  Act.  In  the  case  of  a  non¬ 
profit  corporation  under  (f)  (4)  above, 
either  the  corporation  must  have  been 
established  by  the  educational  institu¬ 
tion,  or  the  payment  of  principal  and 
interest  on  any  loan  to  such  corporation 
must  be  guaranteed  by  the  educational 
institution  which  the  project  is  intended 
to  serve;  and,  in  the  case  of  a  nonprofit 
student  housing  cooperative  corporation 
under  paragraph  (f)  (5)  of  this  section, 
the  loan  to  such  corporation  must  be 
guaranteed  by  the  educational  institu¬ 
tion  which  the  project  is  intended  to 
serve  or,  where  the  law  of  a  State  in  ef¬ 
fect  on  September  2,  1964,  prevents  the 
educational  institution  from  guarantee¬ 
ing  the  loan,  the  corporation  and  the 
proposed  project  must  be  approved  by 
the  educational  institution. 

(g)  “Field  office”  means  any  HUD 
Area  or  Regional  Office  which  is  dele¬ 
gated  authority  to  process  and  approve 
applications  under  the  College  Housing 
Program. 

(h)  “Full-time  enrollment”  means  the 
number  of  full-time  students  reported 
to  the  Office  of  Education  for  the  Fall 
Semester  of  1976. 

(i)  “Related  dining  facilities”  means 
kitchen  and  dining  facilities  serving  the 
residents  of  the  housing  proposed  for 
assistance. 

(J)  “Secretary”  means  the  Secretary 
of  Housing  and  Urban  Development  or 
other  official  authorized  to  perform  the 
functions  of  the  Secretary. 

(k)  “State”  means  the  several  States, 
the  District  of  Columbia,  and  the  Ter¬ 
ritories  and  possessions  of  the  United 
States,  including  the  Commonwealth  of 
Puerto  Rico. 

§  279.12  Eligible  projeets. 

Loans  may  be  provided  to  eligible  ap¬ 
plicants  for  the  rehabilitation,  construc¬ 
tion  or  acquisition  of  housing  and  related 
dining  facilities  at  educational  institu¬ 
tions,  under  the  following  conditions: 

(a)  Construction  must  not  be  of  elab¬ 
orate  or  extravagant  design  or  materials 
and  must  be  undertaken  in  an  economi¬ 
cal  manner. 

(b)  Construction  must  not  have  been 
completed  at  the  time  the  application 
for  assistance  is  made.  The  date  of  com¬ 
pletion  of  construction  is  the  date  on 
which  the  completed  project  is  accepted 
from  the  contractor  by  the  owner. 

(c)  Loans  cannot  be  made  primarily 
for  the  purposes  of  refunding  or  redeem¬ 
ing  long-term  loans  obtained  prior  to  the 
filing  of  an  application. 

(d)  Site  acquisition  is  limited  to  the 
amount  of  land  necessary  for  the  pro¬ 
posed  facilities. 

(e)  Parking  facilities  are  not  eligible. 

(f)  Facilities  for  religious  purposes  or 
for  theological  seminaries  or  other 
schools  providing  training  primarily  for 
religious  vocations  are  not  eligible  for 
assistance. 


§  279.13  Applications  for  rc*er\ation  of 
funds. 

(a)  Information  and  application  forms 
may  be  obtained  from  and  applications 
submitted  to  the  Field  Office  which 
serves  the  area  in  which  the  educational 
institution  is  located.  Applications  may 
be  submitted  at  any  time  after  the  ef¬ 
fective  date  of  this  Subpart,  and  will  be 
accepted  until  close  of  business  on  Au¬ 
gust  15.  1977. 

(b)  Applications  for  assistance  will 
consist  of  two  parts: 

( 1)  Part  one  must  be  submitted  to  re¬ 
ceive  consideration  for  a  fund  reserva¬ 
tion  and  must  include  the  following 
information: 

(1)  Name,  type  and  accreditation  of 
educational  institution; 

<ii)  Description  and  estimated  cost  of 
proposed  project  including  engineering 
data,  appraisals  (if  available)  and/or 
other  documentation  on  which  estimated 
costs  are  based; 

(iii)  With  respect  to  applications  pro¬ 
posing  rehabilitation,  an  estimate  of  op¬ 
erating  cost  savings,  if  any,  based  on 
the  average  of  routine  project  operating 
expenses  for  the  previous  three  years. 

(iv)  Evidence  of  need  for  proposed 
project; 

(v)  Preliminary  plans  and  specifica¬ 
tions  (if  applicable) ;  and 

(vi)  Proposed  method  of  financing. 

(2)  Part  two  must  be  submitted  to 
receive  consideration  for  loan  approval 
and  must  include  the  information  speci¬ 
fied  in  §  279.17. 

(c)  Applications  for  reservations  of 
funds  shall  be  submitted  to  and  reviewed 
by  HUD  Field  Offices.  Field  Offices  will 
recommend  reservations  for  projects  in 
accordance  with  the  priority  categories 
and  funding  criteria  described  in  §  279.- 
15.  No  application  shall  be  recommended 
for  fund  reservation  after  September  1, 
1977,  and  no  projects  will  be  recom¬ 
mended  for  fund  reservation  where  the 
applicant  is  in  financial  delinquency  with 
respect  to  any  outstanding  College  Hous¬ 
ing  Loan. 

(d)  Because  of  the  limited  amount  of 
funds  available  and  the  uncertainty  as 
to  which  areas  will  generate  the  greatest 
'demand  for  funds,  no  predetermined 
allocations  of  funds  to  the  Field  Offices 
will  be  made.  Funds  will  be  reserved, 
subject  to  availability,  for  specific  proj¬ 
ects  by  HUD  Headquarters  on  the  basis 
of  Field  Office  recommendations. 

(e)  Funds  will  be  reserved,  subject  to 
availability,  promptly  for  eligible  appli¬ 
cations  which  meet  the  priority  criteria 
specified  in  §  279.15(a)  (1),  when  HUD 
Headquarters  receives  the  Field  Office 
recommendations. 

(f)  The  priority  categories  and  fund¬ 
ing  criteria  specified  in  §  279.15(a)  (2) 
will  be  used  by  all  Field  Offices.  There¬ 
fore,  the  ranking  numbers  assigned  to 
individual  applications  in  accordance 
with  that  Section  will  permit  a  compari¬ 
son  by  HUD  Headquarters  between  ap¬ 
plications  recommended  for  funding  by 
different  Field  Offices. 


(g)  In  the  event  HUD  Headquarters 
receives  more  recommendations  for  fund 
reservations  than  can  be  funded,  HUD 
Headquarters  will  prepare  a  nationwide 
priority  list  for  each  of  the  categories 
specified  in  §  279.15(a)  (2)  by  using  the 
ranking  numbers  assigned  by  the  Field 
Offices  on  the  basis  of  the  criteria  de¬ 
scribed  in  that  Section.  Fund  reserva¬ 
tions  will  then  be  made  on  the  basis  of 
the  nationwide  lists. 

(h)  Field  Office  recommendations  and 
rankings  for  the  categories  specified  in 
§  279.15(a)  (2)  (i)  and  (ii)  will  be  due 
in  HUD  Headquarters  on  July  1  and 
September  1,  1977.  Funds  will  be  re¬ 
served.  subject  to  availability,  not  later 
than  July  31  and  September  30,  1977. 

(i)  Recommendations  and  rankings 
for  the  category  specified  in  §279.15 (a) 
(2)  (iii)  will  be  due  in  HUD  Headquar¬ 
ters  on  September  1,  1977.  Funds  will  be 
reserved,  subject  to  availability,  not  later 
than  September  30,  1977. 

(j)  HUD  Headquarters  will  promptly 
advise  all  Field  Offices  when  funds  are 
no  longer  available.  Applications  for 
which  funds  are  not  reserved  by  the  close 
of  business  on  September  30,  1977,  will 
be  returned  to  the  applicant  by  the  Field 
Office. 

§  279. 1  4  Limitation*  on  loan  amount. 

(a)  The  maximum  loan  which  any  eli¬ 
gible  applicant  may  request  is  the  least  of 
the  following:  $7,500,000;  or  $2,500  per 
full-time  student;  or  $12,200  per  occu¬ 
pant  based  on  design  capacity  of  the 
proposed  housing,  plus  $65  per  gross 
square  foot  of  any  related  dining  facili¬ 
ties  other  than  individual  apartment 
kitchen  and  dining  facilities.  The  num¬ 
ber  of  full-time  students  stated  in  the 
application  must  be  the  same  as  reported 
to  the  Office  of  Education  for  the  Fall 
Semester  of  1976.  These  limitations  are 
applicable  to  the  individual  campuses  of 
a  multi -campus  college  or  university,  or 
college  or  university  system. 

(b)  The  minimum  loan  which  may  be 
requested  is  $25,000. 

(c)  In  order  to  exclude  projects  which 
are  uneconomical  or  exceed  reasonable 
design  standards,  applications  proposing 
a  Development  Cost  (exclusive  of  land 
or  extraordinary  project  costs  as  deter¬ 
mined  by  the  Secretary)  in  excess  of 
$14,000  per  occupant  based  on  the  design 
capacity  of  the  proposed  housing  are  not 
eligible. 

(d>  The  limitations  specified  in  para¬ 
graph  (a) ,  (b)  and  (c)  above  of  this  sec¬ 
tion  will  be  adjusted  to  reflect  local  con¬ 
struction  costs  on  the  basis  of  a  nation¬ 
wide  cost  index  of  local  construction 
costs  to  be  furnished  by  HUD  Head¬ 
quarters. 

§  279.13  Priority  categories  and  fundin'; 
criteria. 

(a>  In  recommending  and  making 
reservations  of  funds,  the  following  or¬ 
der  of  priority  categories  and  funding 
criteria  will  be  observed  by  Field  Offices 
and  HUD  Headquarters: 
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(1)  Eligible  applications  for  student 
housing  and  related  dining  facilities  for 
which  the  prime  construction  contract 
was  executed  on  or  before  January  14, 
1977,  which  have  not  been  permanently 
financed  in  whole  or  in  part,  and  which 
will  alleviate  a  current  severe  housing 
shortage  at  least  equal  to  the  number 
of  accommodations  being  provided.  Sub¬ 
ject  to  the  time  limitation  in  §  279.13(c) 
of  this  Subpart,  projects  in  this  category 
determined  to  be  eligible  upon  comple¬ 
tion  of  Field  Office  review  shall  be  im¬ 
mediately  recommended  for  fund  reser¬ 
vations. 

(2)  All  other  eligible  applications. 
Such  applications  shall  be  placed  in  one 
of  the  following  categories: 

(i)  Rehabilitation  proposed  to  reduce 
fuel  consumption  and/or  other  oper¬ 
ating  costs  of  existing  eligible  housing 
and  related  dining  facilities.  Applica¬ 
tions  in  this  category  shall  be  ranked 
on  the  basis  of  the  estimated  number 
of  months  or  fractions  thereof  before 
the  operating  cost  savings  will  equal  the 
Development  cost  as  defined  in  §  279.11 
(d)  of  this  Subpart;  Provided,  however, 
That  In  the  case  of  a  tie  in  ranking 
numbers,  applications  proposing  the  re¬ 
habilitation  of  housing  and  related  din¬ 
ing  facilities  originally  financed  under 
the  College  Housing  Program  shall  be 
ranked  above  other  applications  in  this 
category. 

(ii)  New  Construction  or  acquisition 
of  student  housing  and  related  dining 
facilities,  conversion  of  non-dwelling 
structures  to  such  facilities,  and  rehabil¬ 
itation  (other  than  for  the  purposes 
specified  in  paragraph  (a)  (2)  (i)  of  this 
section)  of  existing  eligible  housing  and 
related  dining  facilities,  to  alleviate  a 
current  severe  student  housing  shortage. 
Applications  in  this  category  shall  be 
ranked  on  the  basis  of  the  number  of 
accommodations  needed  to  eliminate  the 
shortage,  at  the  educational  institution 
to  be  served  by  the  proposed  project, 
multiplied  by  the  same  number  expressed 
as  a  percentage  of  the  full-time  enroll-, 
ment,  at  the  educational  institution  to 
be  served  by  the  proposed  project. 

(ill)  New  construction  or  acquisition 
of  faculty  housing  and  related  dining 
facilities,  conversion  of  non-dwelling 
structures  to  such  facilities,  and  reha¬ 
bilitation  (other  than  for  the  purposes 
specified  in  paragraph  (a)  (2)  (i)  of  this 
section)  of  existing  eligible  housing  and 
related  dining  facilities  to  alleviate  a 
current  faculty  housing  shortage.  Ap¬ 
plications  in  this  category  shall  be 
ranked  on  the  basis  of  the  number  of 
accommodations  needed  to  eliminate  the 
shortage,  at  the  institution  to  be  served 
by  the  proposed  project,  multiplied  by 
the  same  number  expressed  as  a  per¬ 
centage  of  the  full-time  faculty,  at  the 
Institution  to  be  served  by  the  proposed 
project. 

(b)  Fund  reservations  for  applications 
in  category  paragraph  (a)  (2)  of  this 
section  will  be  made  in  the  following 
order: 

(1)  For  applications  in  categories  par¬ 
agraph  (a)(2)  (i)  and  (il)  of  this  sec¬ 
tion,  recommended  to  HUD  Headquar¬ 


ters  on  July  1,  1977,  reservations  will  be 
made  in  each  category  In  aggregate 
amounts  up  to  25  percent  of  the  funds 
available  after  applications  for  projects 
described  in  paragraph  (a)(1)  of  this 
section  have  received  reservations.  No 
fund  reservations  will  be  made  at  this 
time  for  applications  in  category  para¬ 
graph  (a)  (2)  (Hi)  of  this  section.  Appli¬ 
cations  in  categories  paragraph  (a)  (2) 
(i)  and  (ii)  of  this  section  included  in 
the  July  1  rankings  but  which  do  not 
receive  fund  reservations  will  be  in¬ 
cluded  in  the  rankings  due  in  HUD 
Headquarters  on  September  1, 1977. 

<  2 )  For  applications  in  categories  par¬ 
agraph  (a)(2)  (i)  and  (ii)  of  this  sec¬ 
tion,  recommended  to  HUD  Headquar¬ 
ters  on  September  1,  1977,  including  ap¬ 
plications  which  did  not  receive  reser¬ 
vations  in  the  first  ranking,  reservations 
will  be  made  in  each  category  in  aggre¬ 
gate  amounts  up  to  50  percent  of  the 
funds  available  after  projects  described 
in  paragraph  (a)(1)  of  this  section 
have  received  reservations;  provided 
however,  That  if  the  aggregate  reser¬ 
vations  made  in  either  category  are  less 
than  the  available  funds  for  that  cate¬ 
gory  the  unused  funds  shall  be  used  to 
make  reservations  for  applications  in  the 
other  category. 

(3)  Subject  to  availability,  funds  will 
be  reserved  for  applications  in  category 
paragraph  (a)  (2)  (iii)  of  this  section  af¬ 
ter  all  applications  In  categories  para¬ 
graph  (a)(1)  and  (a)(2)  (1)  and  (11)  of 
this  section  have  received  reservations. 

(4)  Following  is  a  hypothetical  exam¬ 
ple  of  manner  in  which  funds  (in  mil¬ 
lions  of  dollars  )  will  be  allocated  to  the 
specified  priority  categories: 


Total  funds  (approximately) _ $155.8 

Category  (a)(1)  estimated  through 

July  1,  1977-- . .  -16.  8 


Balance  available - ^ _  140  0 

Category  (a)  (2)  (1)  July  1,  1977  rank¬ 
ings  _  —35.0 

Category  (a)  (2)  (11) _  —35.  0 


Balance  available _  70.  0 

Category  (a)(1)  estimated  through 

September  1,  1977 _  — 10.  0 


Balance  available _ ,  $60.  0 

Category  (a)  (2)  (1)  September  l,  1977 

rankings  _  —30.0 

Category  (a)  (2)  (11)  September  l,  1977 

rankings _ . _ —30.  0 


Balance  avaUable  for  category 

(»)  (2)  (ill) .  0 


§  279.16  Approval  of  applications  for 
reservation  of  funds. 

(a)  To  be  eligible  for  selection,  a  re¬ 
quest  must  be  received  by  HUD  within 
the  period  specified  herein  and  must  be 
complete  and  responsive  to  the  require¬ 
ments  specified  herein.  Requests  for 
fund  reservations  will  be  approved  by  the 
Secretary  based  on  an  evaluation  proce¬ 
dure  that  takes  into  account  the  infor¬ 
mation  provided  pursuant  to  S  279.13. 

(b)  Eligible  applicants  whose  requests 
for  fund  reservations  are  approved  shall 
be  notified  by  letter,  which  shall: 

(1)  Specify  the  amount  of  the  fund 
reservation; 


(2)  State  that  use  of  the  fund  reser¬ 
vation  is  conditioned  on  approval  by  the 
Field  Office  of  a  part  two  loan  applica¬ 
tion; 

(3)  Instruct  the  applicant  to  submit  a 
part  two  application  for  loan  approval 
to  the  Field  Office;  and 

(4)  State  that  the  amount  of  loan 
funds  reserved  or  any  portion  thereof 
unused  by  the  applicant  may  not  be 
transferred  by  the  applicant. 

(c)  The  Secretary  shall  cancel  any  res¬ 
ervation  of  loan  funds  for  a  project  the 
construction,  rehabilitation,  or  conver¬ 
sion  of  which  has  not  commenced  or  the 
acquisition  of  which  has  not  been  com¬ 
pleted  within  the  eighteen-month  period 
following  issuance  of  the  written  notifi¬ 
cation  to  the  applicant  that  funds  have 
been  reserved,  unless  an  extension  of 
time,  not  to  exceed  six  additional 
months,  is  requested  of  and  granted  by 
the  Secretary. 

§  279.17  Applications  for  loan  approval. 

(a)  Following  approval  of  a  reserva¬ 
tion  of  funds,  the  applicant  shall  submit 
to  the  Field  Office  on  application  for  loan 
approval  in  a  format  prescribed  by  HUD. 

(b)  Requests  for  loan  approval  shall 
be  accompanied  by  or  include  evidence 
satisfactory  to  the  Field  Office  Director 
that: 

(1)  The  applicant : 

(1)  Has  the  necessary  legal  authority  to 
finance  the  proposed  project,  receive  the 
proposed  loan,  undertake  the  develop¬ 
ment  of  the  project,  and  maintain  and 
operate  the  project. 

(il)  Meets  all  requirements  as  to  cor¬ 
porate  organization  and  has  authority  to 
enter  into  such  contract  obligation  and 
execute  such  security  instruments  as  may 
be  required  by  HUD; 

(iii)  Has  met  the  HUD  requirements 
(set  forth  in  HUD  1390.1)  Implementing 
the  National  Environmental  Policy  Act 
of  1969  (83  Stat.  852) ; 

(iv)  Has  the  ability  to  comply  with  the 
terms  and  condition  governing  receipt 
of  assistance  and  operation  of  the  proj¬ 
ect; 

(v)  Has  or  will  have  such  interest  in  or 
title  to  the  project  site,  including  access 
thereto,  as  will  assure  undisturbed  use. 
possession  and  operation  of  the  facilities 
during  the  period  of  assistance;  and 

(vi)  Will  retain  title  to  and  all  of  its 

right,  title,  and  interest  in  and  to  the 
project  during  the  period  of  assistance, 
except  as  otherwise  expressely  approved 
by  the  Secretary-  ' 

(2)  The  financial  condition  of  the  ap¬ 
plicant  and  the  proposed  security  for 
the  loan  are  adequate  to  provide  a  rea¬ 
sonable  assurance  of  repayment  of  the 
loan. 

(c)  The  HUD  Field  Office  shall  review 
the  loan  application  and  shall  notify  the 
applicant  of  any  deficiencies.  The  appli¬ 
cant  will  be  given  a  reasonable  time,  as 
determined  by  the  Field  Office,  to  correct 
any  deficiencies. 

(d)  The  field  Office  shall  notify  the  ap¬ 
plicant  of  Its  approval  or  disapproval 
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§  279.18  Ixmui  terms. 

(a)  The  loan  amount  shall  not  ex¬ 
ceed  the  total  eligible  Development  Cost 
of  a  project,  as  determined  by  the  Sec¬ 
retary. 

(b)  Loans  shall  be  for  such  periods  not 
to  exceed  40  years,  bear  interest  at  such 
rate  not  to  exceed  3  percent  per  annum, 
be  so  secured,  and  be  subject  to  such 
terms  and  conditions,  as  shall  be  deter¬ 
mined  by  the  Secretary. 

(c)  Loans  will  be  evidenced  by  either 
notes  or  bonds  issued  by  the  applicant. 

(d)  The  interest  rate  shall  be  deter¬ 
mined  by  the  Secretary  on  the  basis  of 
the  formula  prescribed  in  the  Act,  as 
follows : 

(1)  Section  401(c)(1)  of  the  Act  pro¬ 
vides  that  the  loans  shall  bear  an  inter¬ 
est  rate  of  not  more  than  the  lower  of: 

(1)  Three  (3)  per  centum  per  annum, 
or 

(ii)  The  total  of  one-quarter  of  one 
(1)  per  centum  per  annum  added  to  the 
rate  of  interest  paid  by  the  Secretary  on 
funds  obtained  from  the  Secretary  of  the 
Treasury  as  provided  in  Section  401(e) 
of  the  Act. 

(2)  Section  401(e)  of  the  Act  provides 
that  notes  or  other  obligations  issued  by 
the  Secretary  to  obtain  funds  for  these 
loans  shall  bear  interest  at  a  rate  de¬ 
termined  by  the  Secretary  of  the  Treas¬ 
ury  which  shall  not  be  more  than  the 
lower  of : 

(i)  Two  and  three  fourths  ( 2 34  >  per 
centum  per  annum,  or 

(ii)  The  average  annual  interest  rate 
on  all  interest  bearing  obligations  of  the 
United  States  then  forming  a  part  of  the 
public  debt  as  computed  at  the  end  of  the 
fiscal  year  next  preceding  the  issuance 
by  the  Secretary  and  adjusted  to  the 
nearest  one-eighth  of  one  per  centum. 

(e)  In  the  case  of  loans  to  private  ap¬ 
plicants,  the  security  normally  will  be  a 
general  obligation  secured  by  a  first 
mortgage  on  the  project  and  a  pledge  of 
project  revenues. 

(f)  In  the  case  of  loans  to  public  ap¬ 
plicants,  the  security  normally  will  be. 

.in  order  of  preference: 

(1)  A  general  obligation  secured  by  a 
first  mortgage  on  the  project  and  a 
pledge  of  project  revenues,  where  legally 
available; 

(2)  A  special  obligation  secured  by  a 
first  mortgage  on  the  project  and  a 
pledge  of  project  revenues,  where  legally 
available;  or 

(3  A  special  obligation  secured  by  a 
pledge  of  project  revenues. 

(g)  If  the  Field  Office  Director  deter¬ 
mines  that  additional  security  is  needed 
to  reasonably  assure  loan  repayment,  a 
pledge  of  income  from  endowment 
funds,  securities  or  other  revenue  sources, 
a  mortgage  on  other  facilities,  and/or  a 
guarantee  of  the  payment  of  principal 
and  interest  by  a  third  party  may  be  re¬ 
quired  as  deemed  necessary  to  reason¬ 
ably  assure  repayment. 

(h)  Loans  will  be  amortized  by  ap¬ 
proximately  equal  periodic  payments  of 
combined  principal  and  interest  over  the 
life  of  the  loan.  Said  payments  shall  be 
made  not  less  often  than  annually  and 


not  more  often  than  semiannually;  Pro¬ 
vided.  however.  That  the  payment  of  in¬ 
terest  only  may  be  permitted  for  a  rea¬ 
sonable  period  of  time,  normally  not  ex¬ 
ceeding  two  (2)  years  following  the  date 
of  the  loan. 

(i)  Financing  on  a  parity  with  other 
lenders  will  be  permitted  provided  that 
all  other  provisions  of  this  Subpart  are 
met. 

§279.19  Loan  agreements. 

Upon  approval  of  a  direct  loan  to¬ 
gether  with  reservation  of  funds,  the 
Field  Office  will  prepare  and  forward  a 
loan  agreement  for  execution  by  the  ap¬ 
plicant.  The  agreement  will  set  forth  the 
terms  and  conditions  of  the  loan  and  will 
also  specify  conditions  which  must  be 
fulfilled  precedent  to  making  of  the  loan. 
The  fully  executed  agreement  will  con¬ 
stitute  a  contract  between  the  applicant 
and  the  Secretary  during  the  life  of  the 
loan. 

§  279.20  Ft-e  for  Government  field  ex¬ 
pense. 

For  each  approved  loan,  the  applicant 
is  required  to  pay  a  fixed  fee,  which  in  the 
aggregate  will  be  sufficient  to  cover  the 
cost  of  the  Government’s  field  expense. 
The  fixed  fee  shall  be  an  amount  equal  to 
one-eighth  of  one  percent  (.00125)  of  the 
loan  amount  with  a  minimum  charge  of 
$500  and  a  maximum  charge  of  $1,500. 

<a>  The  fixed  fee  shall  be  computed 
on  the  loan  amount  at  the  time  of  the 
original  loan  agreement.  After  execution 
of  the  loan  agreement,  no  adjustment 
shall  be  made  in  the  specified  fixed  fee, 
except  when  the  loan  amount  is  changed 
by  20  percent  or  more.  In  such  cases,  the 
fixed  fee  shall  be  redetermined  by  the 
formula  above  and  specified  in  the  re¬ 
lated  amendment  to  the  loan  agree¬ 
ment. 

(b)  The  fixed  fee  must  be  paid  to  the 
Government  out  of  the  first  funds 
deposited  into  the  Construction  Account, 
regardless  of  source. 

§  279.21  Goiwlruction  financing  and 
I«an  advances. 

The  Secretary  may  advance  loan  funds 
to  the  applicant  during  the  construction 
of  the  project,  provided  that  all  pre¬ 
requisites  to  loan  disbursement  as  speci¬ 
fied  in  the  loan  agreement,  have  been 
met. 

(a »  Total  HUD  advances  to  the  appli¬ 
cant  will  normally  not  exceed  75  per¬ 
cent  of  the  approved  loan,  and  shall  be 
made  only  in  amounts  necessary  to  meet 
the  actual  current  disbursement  needs  of 
the  applicant.  Where  circumstances  war¬ 
rant,  the  Field  Office  may  approve  addi¬ 
tional  advances  so  long  as  the  total  does 
not  exceed  90  percent  of  the  approved 
loan. 

(b)  Interest  on  advances  will  be 
charged  by  HUD  at  the  same  rate  as  on 
the  permanent  loan. 

(c)  If  the  applicant  is  participating  in 
the  project  financing,  it  must  deposit  to 
the  Construction  Account  and  substan¬ 
tially  expend  its  own  funds  prior  to 
obtaining  any  advances  from  HUD. 


(d)  Advances  of  loan  proceeds  shall 
be  made  directly  by  HUD  to  the  deposi¬ 
tory  designated  by  the  applicant  for 
deposit  into  the  Construction  Account. 

(e)  Advances  shall  be  made  on  a 
periodic  basis  in  an  amount  not  to  ex¬ 
ceed  the  HUD-approved  cost  of  portions 
of  construction  or  rehabilitation  work 
completed  and  in  place,  minus  the  appro¬ 
priate  holdback  or  retainage.  as  deter¬ 
mined  by  the  Field  Office. 

§  279.22  Ixtan  <li»bur*cmt‘iit  procedures. 

(a)  Loan  disbursements,  including 
advances,  may  only  be  made  upon  the 
receipt  by  the  Field  Office  of  a  duly 
executed  note  and  a  mortgage  on  the 
project  and  its  site  (or  other  real  prop¬ 
erty  satisfactory  to  the  Field  Office* 
whenever  a  note  and  mortgage  are  legally 
available  as  evidence  of  the  debt  of  the 
applicant  to  be  created  by  the  loan  dis¬ 
bursement;  provided,  however,  that  in 
the  event  a  note  and  mortgage  are  not 
legally  available,  loan  disbursements 
may  be  made  only  upon  the  receipt  by 
the  Field  Office  of  bond  anticipation 
notes  or  such  other  evidence  of  the  debt 
to  be  created  by  the  loan  disbursement 
as  shall  be  satisfactory  to  the  Field  Office. 
Advances  wrill  not  be  made  in  the 
absence  of  a  debt  instrument  satisfactory 
to  the  Field  Office. 

(b)  Requisitions  for  loan  disburse¬ 
ments  shall  be  submitted  by  the  appli¬ 
cant  on  forms  to  be  prescribed  by  HUD 
and  shall  be  accompanied  by  such  addi¬ 
tional  information  as  the  Field  Office 
may  require  in  order  to  approve  loan  dis¬ 
bursements  under  this  part,  including, 
but  not  limited  to,  evidence  of  compliance 
with  the  Da vis-Bacon  Act,  Department 
of  Labor  regulations,  all  applicable  zon¬ 
ing,  building  and  other  governmental 
requirements,  and,  where  applicable, 
such  evidence  of  continued  priority  of  the 
mortgage,  if  any,  as  the  Secretary  may 
prescribe. 

§  279.23  Determination  of  final  ap¬ 
proved  development  cost. 

(a)  A  certificate  of  project  develop¬ 
ment  cost  prepared  on  forms  prescribed 
by  HUD  and  executed  by  the  applicant 
may  be  used  at  the  discretion  of  HUD,  in 
lieu  of  an  audit  by  the  Government,  for 
the  purpose  of  determining  the  final 
approved  Development  Cost. 

(b)  The  applicant  shall  submit  to  the 
Field  Office  such  documentation  as  may 
be  prescribed  by  HUD.  The  documenta¬ 
tion  hereunder  shall  include  such  infor¬ 
mation  and  forms  as  HUD  may  require  in 
order  to  approve  the  applicant's  cer¬ 
tificate  of  project  development  cost,  and 
to  determine  the  final  approved  develop¬ 
ment  cost,  including,  but  not  limited  to, 
a  certificate  of  actual  cost,  in  a  form 
prescribed  by  HUD.  showring  the  actual 
cost  to  the  educational  institution  for 
construction,  architectural,  legal,  or¬ 
ganizational,  offsite  costs  and  other  items 
of  expense  approved  by  the  Field  Office. 
The  Certificate  shall  not  include  as 
actual  cost  any  kickbacks,  rebates,  trade 
discounts,  or  other  similar  payments  to 
the  applicant.  Any  such  payments  shall 
be  deducted  from  the  costs  determined  to 
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be  eligible  for  Inclusion  In  the  total  loan 
amount  approved  by  the  Field  Office. 

§  279.24  Other  requirement*. 

(a)  Construction  plans  and  specifica¬ 
tions  are  subject  to  review  and  approval 
by  the  Field  Office. 

(b)  Unless  otherwise  agreed  to  in  writ¬ 
ing  by  the  Secretary,  all  prime  construc¬ 
tion  contracts  must  be  awarded  to  the 
responsible  bidder  submitting  the  lowest 
bid  on  the  basis  of  open  competitive  bid¬ 
ding,  and  all  construction  work  must  be 
undertaken  pursuant  to  contracts  ap¬ 
proved  by  the  Secretary. 

(c)  All  laborers  and  mechanics  em¬ 
ployed  by  contractors  and  subcontractors 
In  the  construction  of  housing  and  re¬ 
lated  dining  facilities  assisted  under 
the  Act  shall  be  paid  wages  at  rates  not 
less  than  those  prevailing  in  the  locality 
involved  for  the  corresponding  classes  of 
laborers  and  mechanics  employed  on  con¬ 
struction  of  a  similar  character  as  deter¬ 
mined  by  the  Secretary  of  Labor  in  ac¬ 
cordance  with  the  Davis-Bacon  Act,  as 
amended  (40  U.S.C.  276a^276a-5) ,  and 
shall  receive  overtime  compensation  in 
accordance  with  and  subject  to  the  pro¬ 
visions  of  the  Contract  Work  Hours 
Standards  Act  (40  U.S.C.  327-332). 

(d)  All  contracts  for  construction  work 
paid  for  in  whole  or  in  part  from  loan 
funds  provided  under  the  Act  shall  pro¬ 
vide  that  the  contractor  shall  comply 
with  the  Copeland  (“Anti-Kickback”) 


Act  (40  U.S.C.  276c)  and  the  regulations 
of  the  Secretary  of  Labor  thereunder  (29 
CFRPart  3). 

(e)  The  requirements  of  Title  VI  of 
the  Civil  Rights  Act  of  1964  (42  UJS.C. 
2000d  et  seq.)  that  no  person  in  the 
United  States  shall,  on  the  ground  of 
race,  color,  or  national  origin,  be  ex¬ 
cluded  from  participation  in,  or  be  de¬ 
nied  the  benefits  of,  or  be  otherwise 
subjected  to  discrimination  are  appli¬ 
cable  to  applicants  receiving  assistance 
under  the  Act. 

(f)  All  contracts  for  construction  work 
paid  for  in  whole  or  in  part  from  loan 
funds  provided  under  the  Act  are  sub¬ 
ject  to  Executive  Order  11246  (30  FR 
12319,  Sept.  28, 1965) ,  as  amended  by  Ex¬ 
ecutive  Order  11375  (32  FR  14303,  Oct.  17, 
1967),  providing  for  equal  opportunity 
in  employment,  and  the  rules  and  reg¬ 
ulations  of  the  Department  of  Labor 
with  respect  thereto. 

(g)  The  provisions  of  Title  VIII  (Fair 
Housing)  of  the  Civil  Rights  Act  of  1968 
(Public  Law  90-284,  42  U.S.C.  3601- 
3619),  prohibiting  refusal  to  rent  to  or 
discrimination  against  any  person  in 
terms  or  conditions  of  rental  or  provi¬ 
sion  of  services  on  account  of  race,  color, 
religion,  sex,  or  national  origin,  are  ap¬ 
plicable  to  projects  assisted  under  the 
Act. 

(h)  All  projects  for  which  loans  are 
made  pursuant  to  this  Subpart  are  sub¬ 
ject  to  the  following  requirements: 


(1)  Equal  Opportunity  requirements, 
which  include  Executive  Order  11063  and 
Section  3  of  the  Housing  and  Urban  De¬ 
velopment  Act  of  1968  and  regulations 
and  guidelines  pursuant  thereto; 

(2)  HUD  requirements  implementing 
the  National  Environmental  Policy  Act 
of  1969  (83  Stat.  852) ; 

(3)  Governmental  requirements  imple¬ 
menting  the  Clean  Air  Act  (77  Stat.  392. 
as  amended)  and  the  Federal  Water 
Pollution  Control  Act  (66  Stat.  755,  as 
amended) ;  and 

(4)  HUD  requirements  implementing 
the  Flood  Disaster  Protection  Act  of 
1973  (87  Stat.  975). 

(i)  Projects  for  which  loans  are  made 
to  public  educational  Institutions  or 
eligible  public  bodies  pursuant  to  this 
Subpart  are  also  subject  to  the  following 
requirements: 

(1)  HUD  relocation  requirements 
established  pursuant  to  the  Uniform  Re¬ 
location  Assistance  and  Real  Property 
Acquisition  Policies  Act  of  1970  (84  Stat. 
1894);  and 

(2)  Any  special  requirements  for  the 
handicapped  pursuant  to  the  standards 
established  by  HUD  under  the  Archi¬ 
tectural  Barriers  Act  of  1968  (82  Stat. 
718). 

Lawrence  B.  Simons. 

Assistant  Secretary  for  Housing, 
Federal  Housing  Commissioner. 

[FR  Doc.77-17764  Filed  6-21-77;8:45  ami 


FEDERAL  REGISTER,  VOL  42,  NO.  120— WEDNESDAY,  JUNE  22,  1977 


